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In this report the authors present an analysis of the impact of the Federal Food Stamp
Program on the economies of two northern California counties—Humboldt and Del

Norte. The study focuses on the impact of Food Stamps on consumer purchasing pat-

terns with respect to product mix; the effects of Stamps on food store operations; the

impact of rising numbers of Food Stamp recipients on the costs of administering the

Program; and, on the effects of the Program on individual purchasing power, and the

overall economies of the two counties. The research is based on survey data collected in

the field and on a close analysis of welfare data.

Brief highlights of their findings follow:

Food Purchasing Patterns: It was found that with respect to product mix between
Food Stamp users and non-Stamp users apparent differences in food purchasing patterns

were primarily a result of previously established shopping habits rather than a result

of increased purchasing power afforded by the Bonus Coupons.

Food Store Operations: The Program has not materially affected food store operations

with respect to inventory and pricing policies. Stores typically made no cost allocation

to the Program, but treated Stamps in a manner similar to personal checks.

Administrative Costs: The rapid growth of the Food Stamp Program in the two

counties was accompanied by increased administrative costs in the county welfare

offices. Based on the authors' observations there were economies of scale in the adminis-

tration of the Program. County Food Stamp costs were higher on a per unit basis in Del

Norte which has the smaller program.

Economic Impact: The impact of the Program on the economies of the two counties

was minimal when considered from the macro level, however, from the individual's

viewpoint the additional purchasing power afforded by the Bonus Coupons was quite

significant.

THE AUTHORS:
S. H. Logan and D. B. DeLoach are Professors of Agricultural Economics and Agri-

cultural Economists in the Experiment Station and on the Giannini Foundation, Uni-

versity of California, Davis.
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THE FOOD STAMP PROGRAM:
DEL NORTE AND HUMBOLDT
COUNTIES, CALIFORNIA*

INTRODUCTION

This study is an empirical analysis of the

economic impact of the Federal Food

Stamp Program on the economies of two

California counties—Del Norte and Hum-
boldt. More specifically, the authors' atten-

tion has focused on the extent to which

the use of Food Stamps, considered as sup-

plements to the purchasing power of low

income people, has affected actual food

purchases, the management practices of

food distributors, and administrative costs

in the two county welfare offices.

The Food Stamp Act of 1964 (Public

Law 88-525, 78 Statute 703) declares that

"the Nation's abundance of food should be

used cooperatively by the States, the Fed-

eral Government, local governmental

units, and other agencies to . . . raise levels

of nutrition among low income households

. . . promote the distribution in a beneficial

manner of our agricultural abundances . . .

strengthen our agricultural economy and

. . . result in more orderly marketing and

distribution of food." The Act also states

that "to alleviate such hunger and malnu-

trition, a food stamp program is herein

authorized which will permit low-income

households to purchase a nutritionally ade-

quate diet through normal channels of

trade." (Section 2 of Act.)

The Program is a unique form of assist-

ance because the Federal Government aug-

ments the purchasing power of qualified

recipients in the form of Stamps or Cou-

pons. The amount paid for Stamps by a

qualified user depends on his income and

size of household. For example, a house-

hold of four with a monthly income of

between $100 and $109 can buy $1 12 worth

of Stamps for $25. Legally, the Coupons

have value to the recipient only when they

* Submitted for publication September, 1972.

are used by him or his authorized agent to

buy domestically-produced food from re-

tail food stores. By using established mar-

keting channels, the Program should affect

favorably the sales of participating busi-

nesses and, if Stamp handling costs do not

exceed gross returns, net profits should

accrue from such business. By restricting

the use of Stamps to purchases of domes-

tically-produced food and further stipulat-

ing that "States or political subdivisions

shall not decrease welfare grants or other

similar aid extended to any .person or per-

sons as a consequence of such person's or

persons' participation in the program"

(Section 271.1 (b)), emphasis is placed on

stimulating the demand for food and im-

proving diets.

California's experience with the Food

Stamp Program began in 1963 when Hum-
boldt County was used as a "test" area for

Stamp distribution. By 1972, 36 of Cali-

fornia's 58 counties were participating in

the Program with Stamp issuance running

at a rate of $500 million annually of which

about 50 per cent were bonus Stamps is-

sued to the recipients at no cash cost. In

view of the Program's rapid growth, ques-

tions have arisen about its efficiency as a

form of distributing public assistance.

In order to evaluate the cost-benefit as-

pects of this form of assistance, we needed

to: (1) determine the effects of the Program

on retail food stores in the two-county

area, (2) evaluate the cost to the counties

of administering the Program, and (3) as-

sess the impact of the Program on the econ-

omy of the counties resulting from an in-

fusion of new buying power in the form

of Bonus Coupons.
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Procedures

Various analytical techniques were used to

meet our objectives. Personal and ques-

tionnaire interviews with food store own-

ers and operators along with a consumer-

buying survey analyzing the differences in

food purchasing patterns among Stamp

users and between Stamp users and other

customers provided basic data for sub-

objective I. Analysis of accounting and

time study data was used to study the cost

of administering the Program, and regres-

sion analysis was employed as one means

of looking at the impact of the Program

on the general economies of the two coun-

ties. More details on these techniques will

be given later.

Del Norte and

Humboldt Counties

Del Norte County is located in the north-

western corner of the state; Humboldt
County lies immediately south of Del

Norte. These two counties were selected

for the study because: (1) they are rela-

tively isolated in an economic sense from

neighboring areas by their coastal and
mountainous characteristics, and (2) Hum-
boldt County was originally a test county

for the national Food Stamp Program
which was initiated in a limited way in

1963. Thus, a relatively long experience

should be reflected in the Humboldt
operation.

Neither county is very populous. The
1970 Census reported 98,211 persons in

Humboldt County, about 6 per cent below
the 1960 level. Del Norte County regis-

tered even a more severe decrease, falling

from 17,771 persons in 1960 to 14,432 in

1970, a decline of nearly 19 per cent [State

of Calif., 1970]. Both counties' trends are

counter to the overall growth of California.

In terms of population density, neither

county approaches the State average of

126.8 persons per square mile. Humboldt
exhibits a density of 28.2 persons per

square mile and Del Norte 16.5 persons

per square mile. The State extremes are

1,720.7 persons in Los Angeles County and

.7 persons in Alpine County [Co. Sup.

Assoc, of Calif., 1971].

The population density figures reflect in

part the geographical aspects of the two

counties. Nearly 84 per cent of their 2,929,-

000 acres is in forest land with most of that

being commercial forest [State of Calif.,

1970]. As might be expected, given the

physical characteristics of the area, lumber

operations provide the major source of em-

ployment, accounting for more than 21

per cent of total annual employment in

Humboldt County and nearly 28 per cent

in Del Norte County. Weather, therefore,

plays an important role in the seasonal

aspects of employment. Typically in both

counties, employment is high in the April-

October period and low in the late fall

and winter months [Calif. Dept. of Human
Resources, 1970].

Personal income in Humboldt County

in 1969 reached a high of $338.8 million,

while that in Del Norte County was $46.5

million. On a per capita basis, both Hum-
boldt County with $3,150 and Del Norte

with $2,793 were below the Statewide

average of $3,916.

As will be discussed later, the Food
Stamp Program has recorded a large an:

rapid growth in recent years in the twi

counties. In the quarter ended March,

1972, some 3,992 households or 10,531

persons in Humboldt County received

Stamps, whereas 374 households or 1,094

persons in Del Norte County were Stamp
recipients. The total value of the Stamps

purchased in that quarter for both coun-

ties was $791,875 of which $399,096 or

50.4 per cent were Bonus Coupons.

Redemptions of Food Stamps in Del

Norte and Humboldt counties usually fall

short of the number issued. Such redemp-

tions, however, totalled $925,405 in 1969

equal to 1.4 per cent of total food store

sales in the two counties. Food store sales

are based on a cross-section report ob-

tained by the U. S. Department of Agri-

culture and are available for only one
year. To the extent the sales figures in-

clude non-food items, the percentage will

be low relative to only food sales.
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THE IMPACT OF FOOD STAMPS
ON RETAIL FOOD STORE OPERATION

Some General Considerations

The Food Stamp Program might be ex-

pected to affect retail food store operations

primarily in two respects: (1) by changes
in volume of sales and (2) by changes in

the mix purchased by consumers using

Food Stamps. Depending on the degree of

change in these variables, the operating

costs of the store also might be altered by
different inventory patterns, and the re-

quirements for labor and facilities used in

the sales operations. The relative magni-

tude of such changes will depend on the

volume of Stamp-type sales. One major
anticipated effect of Food Stamps would
be to increase food sales. However, it is

impossible to measure such an impact on
sales directly. The Food Stamp Program
for the two counties has been in operation

for several years. Given the entry and exit

of food store owners in and out of the

industry in this time period, plus the tend-

ency of store operators to avoid detailed

record keeping, there was no way to obtain

meaningful sales data before and after the

ood Stamp Program started. Therefore,

when subsequent discussion is made con-

cerning the purchasing habits of custom-

ers, this reflects on the product mix rather

than quantities of purchases.

In order to ascertain the effect of the

Program on food stores, a number of tech-

niques were employed. Personal interviews

were conducted with store owners and op-

erators. In addition, a questionnaire sur-

vey was sent to food stores in Humboldt
and Del Norte counties. Finally, in order

to evaluate the purchasing habits of con-

sumers utilizing Food Stamps compared

with those not utilizing Food stamps, a

consumer buying survey was conducted in

various food stores in the two counties.

The retail food store business in Hum-
boldt and Del Norte counties is highly

fragmented. In 1971 there were some 195

food stores authorized to accept Food

Stamps. This number represented nearly

all of the retail food stores in the two-

county area. Gross sales of these 195 stores

approached $64 million annually. Most of

these retail outlets were independently

owned operations. Of these, seven were

owned and operated by Safeway Stores,

Inc., the major national chain in the two-

county area. Five stores were operated by
Kacys Markets, Inc., of Brookings, Oregon
and two stores by C. E. McKay of Coos
Bay, Oregon. Two stores each were oper-

ated by a local independent chain, Food
Mart, headquartered in Eureka, and by
Purity Stores, Inc. of San Mateo, Califor-

nia. There was one large discount depart-

ment store-food combination (Bazaar) with

headquarters in Oregon.

The relative importance of the small

independent store was reflected by the lack

of sales concentration in any one chain.

The largest single chain accounted for less

than 25 per cent of the total sales in both

counties. Of the non-chain stores, 127 had
gross sales of $200,000 or less annually.

The Food Store Questionnaire
After preliminary personal interviews with

several of the food store operators in Hum-
boldt County, a questionnaire (Appendix

1) was sent to the 195 stores authorized to

accept Food Stamps in Humboldt and Del
Norte counties. The primary purpose of

the questionnaire was to establish some
basic guidelines for additional analysis.

Several questions were asked to reflect the

operators' opinions about the Program and
its effect on their business. Store owners,

for example, were asked if there had been
a noticeable change in their product mix
as a result of the Food Stamp operation.

Although answers to such questions are

subject to much inaccuracy because most
stores fail to keep detailed records of their

operations, the questionnaire results did

indicate the general thinking of the oper-

ators about the Food Stamp Program.
Sixty-nine of the 195 questionnaires sent

out were returned, representing a return

rate of 35 per cent. The gross sales of the

stores returning the questionnaires ap-

proximated $35.2 million, equal to about
55 per cent of the total gross sales for the

stores in the two-county area.
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Not all of the store questionnaires were

used in the analysis. In some cases the data

were not complete; in others, the stores

represented special operations such as bak-

eries, meat stores, or primary liquor stores,

and thus were not homogeneous with the

broader category of retail food operations.

In these instances, the observations were

omitted. For purposes of statistical analy-

sis, 33 store observations were applicable.

These 33 stores had gross sales of about

$16.6 million or 26 per cent of the total

food store sales in the two counties. Fur-

thermore, the annual redemptions of Food
Stamps by these responding stores ac-

counted for about a third of the total re-

demptions in Del Norte and Humboldt
counties. Food stores were asked to indi-

cate the percentage of their sales falling

under the general categories of meat, prod-

uce, groceries, and liquor. They also were

asked to indicate for the month of July,

1971, the percentage of total dollar sales

paid for with Stamps. The Stamp percent-

age varied from less than 1 per cent to

more than 50 per cent of total sales.

The relation between the various per-

centages of sales from meat, produce, and
groceries and the percentage of total sales

accounted for by Food Stamps were ana-

lyzed by regression techniques. The regres-

sion results are given in table 1. In none
of the cases was there a significant corre-

lation between the percentage of the con-

sumer's food dollar allocated to meat,

produce, or groceries, and the proportion

of total sales accounted for by Food

Stamps.

The regression results tend to substan-

tiate the general a priori opinion of food

store operators that the Program had not

materially altered the purchasing habits of

their customers. Of the 36 respondents

answering the question whether the Pro-

gram had resulted in a different product

mix by Stamp users or whether it had

merely meant either no change in purchas-

ing habits or buying more of the same food

items, 72 per cent indicated the latter, i.e.,

that there was no change in the purchasing

pattern of the Food Stamp users other

than to buy greater quantities of the same

foods. Of the 28 per cent who found some

type of change in the purchasing pattern

of Food Stamp users, slightly more than

half indicated that the increased purchases

were in the general area of luxury or non-

food items such as candy and soft bever-

ages.

Our store questionnaire indicated in an

aggregate sense that the Program has not

made a measurable impact on the buying

habits of Food Stamp users with respect

to product mix. Similarly, the opinions

expressed by store operators that the Pro-

gram had made little difference in cus-

tomer purchasing habits was consistent

with the statistical analysis of sales pat-

terns. However, it is possible that while

the aggregate categories of meat, produce,

and groceries have remained relatively un-

changed as the percentage of Food Stamp

Table 1

RESULTS OF REGRESSION ANALYSES OF FOOD STORE QUESTIONNAIRES

Explanatory variables

Dependent variable
Constant
term

Per cent Food
Stamp sales Total sales R2

8.6899

5.5384

52.3534

.4769

(.3579)t

-.1061

(-.3384)

.8488

(.6378)

.000006

(1.3973)

.000004

(3.7296)

.000004

(1.0717)

.0811

.3282

0681

* As per cent of total sales.

t t-ratio in parentheses.
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sales increased, the components within

these categories may have shifted. That is,

there is a possibility that Stamp users have
tried to upgrade their purchases by ob-

taining larger quantities of certain types

of foods that fall under these broad cate-

gories. For example, there might be a tend-

ency to buy better quality of meat, differ-

ent types of vegetables, or fruit products

with any increased purchasing power from
Bonus Food Stamps.

with the total cost of the purchase. In this

fashion the demographic data about the

customers could be matched with the indi-

vidual sales data recorded on tape. At the

request of the food stores, no apparent

differentiation was made between inter-

views of Stamp users as compared with

non-Stamp users. However, selected coding

on the cards on the part of the interviewer

permitted later separation of the data into

categories of Stamp and non-Stamp users.

The Consumer Survey

In order to evaluate possible changes in

purchasing habits, a consumer survey was

conducted in four food stores in the Del

Norte-Humboldt County area. The goal of

the survey was to determine in greater de-

tail the actual shopping pattern of Food
Stamp users when compared with non-

Food Stamp users. All four stores were

large, chain-type operations utilizing, for

the most part, "discount" pricing. Two
stores were located in each county. Stores

were selected which had both large dollar

volume and a high percentage of sales for

Food Stamps in order to obtain as many
observations of Food Stamp users as pos-

sible during a given time period. The four

stores registered approximately 20 per cent

of the total Food Stamps redemptions for

both counties during 1970-71.

Each of the four stores allocated one
check stand per day for interview pur-

poses. The survey was carried on over four

days during the fall of 1971. The first two

days, September 24 and 25, represented a

Friday and a Saturday near the end of the

month, and the following Friday and Sat-

urday, October 1 and 2, evaluated the

beginning of the month, when payroll and

welfare checks typically were issued.

In order to obtain detailed sales data,

actual transactions were recorded by tape

recorder, utilizing a microphone worn by

a sales clerk. The clerk was instructed to

state the item and its price as she rung up

the sale. Two interviewers were stationed

near the check stand to obtain data with

respect to the customer's age, income level,

educational background, family size, and

home location. These items were placed

on a 3 x 5 index card (Appendix 2) along

Commodity and

Demographic Categories

Initially, the various food products were

separated into 211 categories. However,
upon analyzing the data, it became appar-

ent that the disaggregation of commodities

was far too detailed to permit meaningful

analysis of consumer expenditures. There-

fore, only the 22 aggregate categories were

used in our analysis. These categories

were:

—fresh meat

—processed meat

—fresh fruit

—frozen fruit

—canned fruit

—frozen juice

—canned juice

—fresh vegetables

—frozen vegetables

—canned vegetables

—fresh fish

—frozen fish

—canned fish

—eggs
—grain products

—fats, oils and related goods

—sugar and sweets

—dry beans and nuts

—dinners and casseroles

—beverages

—miscellaneous

—non-identifiable food items

Additional analysis of the survey results

indicated that the various demographic
categories shown on the interview card

would have to be combined; therefore, the

following aggregations were used in ana-

lyzing the purchasing data.
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Income categories:

1. $0-100 per month income
2. $100-200

3. $200-300

4. $300-400

5. $400-600

6. $600-800

7. more than $800

8. no data available

Education categories:

1.1-8 years of school

2. 9-12 years of school

3. 13 or more years of school

Age:

1.0-21 years

2. 22-35 years

3. 36-60 years

4. more than 60 years

Family size:

1. 1 person

2. 2 persons

3. 3-4 persons

4. 5-7 persons

5. more than 7 persons.

Consumer Expenditures:

Food Stamp and Non-Stamp

Using Customers

The percentage of expenditures for the

various 22 food categories is given by in-

come group, age, family size, and educa-

tional level in tables 2, 3, 4, and 5 for both

Food Stamp users and non-Food Stamp
users. In calculating the various percent-

ages spent on the different food categories,

the non-food items found in category 22

with the exception of non-identifiable food

purchases, were excluded from the calcu-

lations. Similarly, all beverages, except tea

and coffee, were excluded from category

20.

As can be seen from table 2, there is no
distinct pattern of food purchasing habits

associated with the various income

changes. Possibly, the initial disaggrega-

tion of generally low income levels into

more specific categories was superfluous.

Also, as can be seen from table 2, the sur-

vey of non-Stamp using customers was

more heavily weighted toward the higher

income levels than for Food Stamp users.

Therefore, to obtain more meaningful

comparisons between non-Stamp using

customers and Food Stamp users, the sur-

vey data for income categories 1 through

5 were combined and total percentages

for the 22 categories calculated. The totals

for the combined income categories 1

through 5 are given in table 6. Even

though we do not have sufficient data to

support a conclusion, it appears that sales

to Food Stamp users averaged higher than

those to non-Stamp users because of the

tendency of Stamp users to concentrate

their purchases thereby minimizing the

number of shopping trips each week or

month.

The last column of table 6 shows the

national per capita food consumption

index for 1970 as reported by the USDA
[1971, p. 16]. In general, similar patterns

are evident in the two sources. The Cali-

fornia survey shows a higher percentage

expenditure on fresh fruits with less outlay

for dairy products and eggs. Similarly, the

Californians apparently spent a larger pro-

portion of their food dollar for cereal

products and canned vegetables than the

national average, while the sugar and
sweetener expenditure was less. Some of

these differences will become more pro-

nounced when the two counties are con-

sidered separately.

The major differences between the reg-

ular customers and Food Stamp users were
in fresh meat, canned vegetables, grain

products, frozen dinners and casseroles,

and beverages. Food Stamp users con-

sumed about 20 per cent less fresh meat
than their regular-customer counterparts.

On the other hand, they spent nearly twice

as much for canned vegetables as did the

regular customers. The other three major
categorical differences show higher Food
Stamp consumption in grain products as

well as convenience foods and beverages.

These differences in food consumption
patterns by Food Stamp users and non-

Food Stamp users generally persist when
the data are considered on a store-by-store

basis or when the two counties are sep-

arated. Some indications for the nature of

this difference, however, may be observed
by considering the categorical breakdown
of the age, education, family size and in-

come divisions for the people interviewed.
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Table 3

PROPORTION OF FOOD EXPENDITURES ON VARIOUS FOOD
ITEMS BY AGE CATEGORIES

Expenditures by non-Stamp
using customers

Expenditures by Stamp
using customers

Age category Age category

Item 12 3 4 12 3 4

Meat (fresh)

per cent

20.11 23.01 28.75 28.07

5.81 5.65 6.39 5.94

5.06 4.42 4.92 6.96

.01 .06 .18

.74 .98 1.06 1.38

.77 1.35 1.25 1.23

1.94 1.76 1.28 1.73

4.09 4.61 4.75 5.77

1.31 1.60 1.25 1.09

6.49 3.94 3.11 2.66

.29 .75 .72 .77

2.10 1.26 1.26 1.02

10.36 11.96 10.15 9.82

2.19 1.98 1.86 2.19

14.53 13.94 12.81 11.27

4.87 5.18 4.49 4.77

5.09 4.88 4.38 3.93

.81 .64 .63 .66

3.10 3.55 2.66 2.17

3.30 1.68 2.92 3.55

4.98 5.08 3.68 2.86

2.05 1.75 1.60 1.96

(99.99) (99.98) (99.98) (99.98)

per cent

20.53 21.76 18.56 21.11

7.36 6.93 5.82 6.42

Fruit (fresh) 5.86 4.30 4.64 4.21

Fruit (frozen) .21

.33 1.90 1.15 2.58

Juice (frozen) -. .63 .74 .15

1.25 2.65 .71 3.52

Vegetables (fresh)

Vegetables (frozen)

Vegetables (canned)

Fish (fresh & frozen) ....

Fish (canned)

Milk

6.10 6.14 3.55 3.73

2.49 .91 1.26 .58

4.14 5.92 8.10 5.46

.26 .62

.82 1.46 1.61 .32

7.46 12.22 10.53 8.90

Eggs
Grain products

Fats, oils

Sugar, sweeteners

Dry beans, nuts

Prepared dinner aids

Beverages

2.63 .77 2.18 1.24

14.58 15.88 18.13 11.99

3.53 4.97 4.55 6.20

1.43 3.20 4.67 4.78

.76 .69 1.08 .96

9.56 1.65 3.70 8.79

7.40 2.26 3.73 4.46

2 20 4 09 3 36 4 06
Non-identifiable food .... .93 1.29 2.29 .04

(99.99) (99.99) (99.98) (99.97)

Observations

Total dollar sales

75 433 919 376
318.36 3,460.23 7,498.77 2,104.76

11 43 39 18

85.27 293.53 260.63 154.07

[11]
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Table 5

PROPORTION OF FOOD EXPENDITURES ON VARIOUS FOOD
ITEMS BY EDUCATION CATEGORIES

Expenditures by non-Stamp
using customers

Expenditures by Stamp
using customers

Education category Education category

Item 12 3 12 3

Meat (fresh)

Per cent

30.36 26.66 26.18

6.67 6.76 5.11

4.70 4.86 5.58

.11 .04 .08

1.83 1.00 .94

.77 .89 1.91

1.44 1.39 1.64

4.61 4.66 5.20

1.17 1.19 1.53

2.44 3.69 3.18

.98 .71 .66

1.61 1.22 1.15

8.50 10.50 11.36

2.30 1.92 1.88

12.44 12.81 13.17

4.20 5.02 4.53

4.42 4.46 4.46

.40 .69 .67

2.51 2.70 3.10

3.28 3.24 1.86

3.56 3.93 4.08

1.69 1.70 1.72

(99.99) (100.04) (99.99)

Per cent

24.94 21.92 14.62

Meat (processed)

Fruit (fresh)

4.53 11.87 2.28

4.60 4.23 4.90

Fruit (frozen) .19

Fruit (canned) 1.63 1.13 2.15

.10 .23 .85

2.32 .83 3.14

Vegetables (fresh)

Vegetables (frozen) ....

Vegetables (canned) ....

Fish (fresh and
frozen)

3.85 4.16 6.47

.73 1.30 1.31

5.43 5.21 8.51

.40 .06 .22

1.13 1.28 1.24

Milk 8.53 9.61 13.36

1.91 .66 2.14

16.05 14.99 16.26

Fats oils 4.83 4.37 5.61

Sugar, sweeteners 3.40 4.37 3.53

.58 .88 1.16

Prepared dinner aids .. 7.89 3.40 2.79

3.00 5 12 2.82

3.35 3.17 4.45

Non-identifiable food ...j .81 1.02 2.19

(100.01) (100.00) (100.00)

254 858 691

1735.06 6485.55 5161.51

31 33 47

240 36 293 83 259 31

[13]



Table 6

PROPORTION OF FOOD EXPENDITURES ON VARIOUS FOOD ITEMS
FOR COMBINED INCOME CATEGORIES 1-5

Item

Expenditures
by non-Stamp

using customers

Expenditures
by Stamp

using customers

Expenditures
reported by
USDA

25.08

6.98

5.48

.10

1.18

.76

1.68

5.26

1.13

3.11

.54

1.36

10.74

2.00

13.09

5.16

4.71

.67

2.57

2.74

3.84

1.82

(100.00)

Per cent

20.06 1

7.72
j

4.68

.09

1.11

.50

2.04

4.90

1.15

6.18

.27
|

1.09
j

10.47

1.17

15.03

5.02

3.64

.72

4.60

3.74

4.21

1.61

(100.00)

31.9

Fruit (fresh)
1

3.9

.5

1.2

1.0

.9

6.4

Vegetables (frozen) .9

2.7

1.9

Milk 16.4

Eggs 3.7

6.6

4.2

7.5

1.6

3.2

5.5

(100.0)

672
3572.20

89

623.66

Table 7 shows the cross-classification of

the various observations. The basic in-

come categories are cross-classified further

by education, age, and family size. The
figures in table 7 reflect the relatively

higher education levels of Food Stamp
users in the two counties as compared with

their non-using counterparts, particularly

in the lower income levels. This factor re-

flects the high proportion of college stu-

dents participating in the Program, par-

ticularly in Humboldt County. Looking at

the combined two-county breakdown for

education and income, one can see the

higher educational level predominating

the lower income group. This phenome-
non is accentuated in Humboldt County
where slightly more than 50 per cent of the

Food Stamp users in the survey fall in the

higher education category.

This type of distribution does not exist

for non-Food Stamp people where the ed-

ucation level was typically in the 9-12

years of schooling. Furthermore, when we
look at the combined sample of non-Food
Stamp users, the people in the high edu-

cational categories also are associated with

the higher income bracket.

The impact of young people on Food
Stamp programs in the two-county area is

further evidenced in the breakdown by
age. For the Stamp users nearly 40 per cent

of the people fell in the 22-35-years-of-age

bracket compared with 24 per cent for the

non-Food Stamp customers. Again, this

pattern is somewhat more pronounced in

Humboldt County than in Del Norte
County.

The nature of the sample distribution of
Stamp users is substantiated by actual as-

sistance data. A survey of welfare records
in August of 1971 indicates that 18 per
cent of the 4,272 Stamp users in Humboldt
were in the student category (table 8). As

[14]



seen for Humboldt County, the average

age of non-assistance Stamp recipients is

28 years, whereas the average for persons

on other forms of welfare but who also

receive stamps is nearly 46. The younger
age of the non-assistance cases reflects the

high level of student participation in that

county. The average age of students was
less than 24 years and the average student

household was 1.94 persons. In Del Norte
County, the average age of non-assistance

recipients was slightly over 40 years and
for public assistance cases it was slightly

more than 52 years.

The average income of student Food
Stamp recipients in Humboldt County was
approximately $67 per month. This factor

also is reflected in the sample data showing
a higher educational level associated with

low income Food Stamp users. It is note-

worthy that the average educational level

of non-assistance recipients in Humboldt
County was near the sophomore level of

college. For public assistance recipients it

was just about a 10th grade education.

Similar data were not available for Del

Norte County.

Because of the possible differences in the

Food Stamp population between Hum-
boldt and Del Norte counties, the con-

sumer survey data were separated into the

two respective areas, and the analyses with

respect to income groups, education, age,

and family size were duplicated for each

county. The combined figures for income
groups 1-5 are given in table 9.

The results in table 9 can be compared
with the combined figures in table 6. The
difference in the consumption of fresh

meat between Stamp users and non-Stamp

users was more pronounced in Del Norte

County where the Food Stamp population

was generally older. Stamp users in that

county, however, utilized more processed

meat—a factor which is hidden in the

combined totals. Del Norte Stamp users

also consumed significantly less fresh vege-

tables than the non-Stamp users, a situa-

tion which did not exist in Humboldt
County.

As is apparent from the table 9 data, Del

Norte Stamp users accounted for all of the

combined major difference between Stamp
and non-Stamp users in consumption of

canned vegetables. Stamp users spent 9.73

per cent of their expenditures on canned

vegetables compared to 2.95 per cent for

non-Stamp users. Humboldt County ex-

penditure proportions were nearly identi-

cal for the two types of customers.

Although the combined county data in-

dicated little difference in the consump-

tion of milk (table 6), the individual

county figures of table 9 reflect higher milk

expenditures by Food Stamp users in

Humboldt County, but less expenditures

by Stamp customers in Del Norte County.

For grain products, both counties show
higher expenditures by Food Stamp users

as compared with non-Stamp users. On the

other hand, the fats and oils category

which shows little difference in the com-

bined data takes on a different appearance

in the individual county data where Del

Norte Stamp users consume materially

more fats and oils than non-Stamp users,

just opposite the pattern in Humboldt
County. Humboldt Stamp users also spent

less proportionally on sweets and sugar

than non-Stamp users, a situation not

found in Del Norte. While both county's

Food Stamp recipients utilized more con-

venience or prepared food mixes than

their non-Stamp using counterparts, the

Del Norte users purchased a higher per-

centage of these items than did users in

Humboldt County. Coffee and tea con-

sumed a higher percentage of expenditures

for Humboldt Stamp users than non-

Stamp using customers, again the opposite

of Del Norte patterns.

These differences would seem to be con-

sistent with expectations based on demo-
graphic differences in the Food Stamp
populations of the two counties. While
welfare information on education levels of

Del Norte Food Stamp recipients was not

available, the results of the consumer sur-

vey (table 7) indicate, in general, a lower

level of education for persons in that

county as compared with Humboldt, a

factor which would seem to be consistent

with the age differentiation which shows

Humboldt Stamp users generally younger
than Del Norte Stamp users.

Drawing conclusions about changes in

shopping patterns is certainly hazardous,

given the nature of the above results. How-

[15]
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Table 8

DEMOGRAPHIC CHARACTERISTICS AND PUBLIC ASSISTANCE
PROGRAM CLASSIFICATION OF STAMP RECIPIENTS

Humboldt County Del Norte County Pooled

Observa-

tions Mean
Standard

deviation

Observa-

tions Mean
Standard

deviation

Observa-

tions Mean
Standard

deviation

AGE
Student

OAS*
ATBf
AFDCJ
AFDOUf ....

ATDff

NTAH

PA**

No. Years Years

711 23.60 4.25

509 73.06 7.58

17 49.82 23.06

1152 32.98 11.00

155 31.83 10.15

526 51.74 13.53

1878 28.17 10.65

2215 45.63 19.82

No. Years Years

105 72.54 6.88

5 73.00 17.58

120 33.18 10.57

10 23.70 3.94

94 55.52 10.11

138 40.58 15.37

326 52.17 19.70

No. Years Years

711 23.60 4.25

614 72.97 7.46

22 55.09 23.72

1272 33.00 10.95

165 31.34 10.07

620 52.31 13.13

2016 29.02 11.47

2541 46.47 19.92

INCOME
Student

OAS
ATB
AFDC
AFDCU
ATD
NA
PA

No. $ $

759 67.34 74.67

510 215.84 84.48

17 259.30 145.37

1160 278.15 152.08

155 289.03 159.91

527 244.69 122.60

2047 75.33 91.27

2224 253.54 135.96

No. $ $

107 192.01 68.63

5 209.20 97.16

126 266.05 112.48

10 246.50 108.78

96 209.84 130.83

138 183.48 125.91

335 222.08 110.42

No. $ $

759 67.34 74.67

617 211.70 82.39

22 247.91 135.50

1286 276.96 148.68

165 286.46 157.37

623 239.32 124.43

2185 82.16 97.42

2559 249.42 133.30

EDUCATION
Student

OAS
ATB

No. Years Years

667 14.52 1.59

349 7.84 2.96

14 9.07 2.73

1034 10.84 2.20

146 10.96 2.73

456 8.93 3.09

1535 13.45 3.06

1879 9.94 2.86

not availableAFDC
AFDCU
ATD
NA
PA

not available

SIZE
Student

OAS
ATB
AFDC
AFDCU
ATD

No. No. No.

759 1.94 1.10

510 1.57 .86

17 2.18 1.47

1161 3.92 1.91

155 4.62 1.98

528 2 4.fi l 87

No. No. No.

107 1.51 .57

5 1.80 1.30

126 3.82 1.70

10 4.50 1.78

No. No. No.

759 1.94 1.10

617 1.56 .82

22 2.09 1.41

1287 3.91 1.89

165 4.61 1.96

NA
PA

2047
2225

2.46

3.08

1.70

2.00

138

335
3.48

2.55

2.22

1.68

2185 2.52

2560 3.01

1.76

1.96

* Old age security

t Aid to the blind

t Aid to families with dependent children

§ Aid to families with dependent children with both parents at home
II Aid to the disabled

II Non-assistant (not on other forms of welfare)
* Public Assistance (on other forms of welfare plus Food Stamps)

[18]



Table 9

PURCHASING PATTERN OF COMBINED INCOME CATEGORIES 1-5
FOR HUMBOLDT AND DEL NORTE COUNTIES

Item

Humboldt County

Expenditures by

:

Non-Stamp
using

customers

Stamp
using

customers

Del Norte County

Expenditures by

:

Non-Stamp
using

Stamp
using

customers

per cent

Meat (fresh)

Meat (processed)

Fruit (fresh)

Fruit (frozen)

Fruit (canned)

Juice (frozen)

Juice (canned)

Vegetables (fresh)

Vegetables (frozen)

Vegetables (canned) ....

Fish (fresh and frozen)

Fish (canned)

Milk

Eggs
Grain products

Fats, oils

Sugar, sweeteners

Dry beans, nuts

Prepared dinner aids ....

Beverages

Miscellaneous

Non-identifiable food

Observations

Total dollar sales

25.26

8.00

4.79

.09

1.04

.57

1.58

5.60

1.32

3.28

.50

.68

10.46

1.99

13.31

4.81

4.67

.29

2.89

2.35

4.03

2.48

21.65

7.31

4.48

1.63

.79

2.01

6.07

1.60

3.27

.22

1.27

12.42

1.32

15.06

3.14

2.42

.88

3.21

4.94

4.32

1.99

per cent

24.89

5.96

6.17

.12

1.31

.94

1.78

4.92

.94

2.95

.58

2.04

11.02

2.01

12.86

5.52

4.74

1.05

2.25

3.12

3.66

1.16

18.13

8.22

4.92

.20

.47

.14

2.08

3.48

.60

9.73

.34

.86

8.09

.98

14.98

7.32

5.13

.53

6.30

2.27

4.08

1.15

303

1,783.74

52

343.24

369

1,788.46

37

280.42

ever, apparent differences in Food Stamp
users' shopping habits compared with

those of non-Stamp users depended more
upon age and education levels than on
income differences. For the older shoppers

with less education, the increased purchas-

ing power from Food Stamps generally

went for increased consumption of pro-

cessed meats, canned vegetables, grain

products, fats and oils, prepared dinners

at the expense of fresh meat, fresh fruit,

fresh vegetables, canned fish, milk, eggs

and coffee and tea.

The younger shoppers with somewhat
higher education levels in Humboldt
County used their increased purchasing

power for more milk, grain products, coffee

and tea at the expense of fresh meat, fats

and oils, sugar and sweets. In short, the

difference between Food Stamp users and

non-Stamp users in Humboldt County was

not great in most categories.

The differences between Humboldt and

Del Norte counties for some of the major
food categories are supported on the basis

of age differences by a similar study by
Nielsen [1971, p. s-8784]. Based on a survey

of Chicago food stores, Nielsen found that

Food Stamp users forty years or older gen-

erally allocated less of their food expendi-

ture to meat and dairy products than did

Food Stamp users under the age of 30.

These tendencies also are evident in the

Humboldt-Del Norte data, e.g., Del Norte
consumers would tend to fall in Nielsen's

reported 40 years or over and Humboldt
County would approximate the 30 years

and under category.

Nielsen also reported that Food Stamp
users in the younger category purchased
somewhat fewer fruits and vegetables than
did the persons over 40. Although the pat-

tern in the Humboldt-Del Norte data is

not as clear cut as was the Nielsen report,

a similar tendency existed. Finally, Nielsen

noted somewhat higher consumption ex-

[19]



penditures on cereal products by younger

than the older Food Stamp users. The ex-

penditure differences between Humboldt
and Del Norte counties show a similar

tendency, but it is unlikely that this differ-

ence is statistically significant.

Store Operations
Although there are some variations be-

tween the consumption patterns of Food
Stamp users and non-Food Stamp users,

most of the retail stores surveyed or inter-

viewed personally indicated no change in

their general operating practices and pol-

icies, and very few of the stores indicated

that the Food Stamp Program had had any
effect on their cost of operation.

In the food store survey reported earlier,

store operators and owners were asked

whether the Food Stamp Program had re-

sulted in any increase in total sales volume.

Of the 50 stores responding to this ques-

tion, 33 or 56 per cent indicated that the

Program had resulted in increased volume.

This result is similar to that reported by
Frye [1962]. Because of the lengthy dur-

ation of the Program in Humboldt County
it was impossible to obtain records show-

ing sales before and after the initiation

of the Program. Many of the stores have
changed owners in the interim, and rec-

ords are not kept in sufficient detail to

give a significant time series.

The 33 stores reporting increased vol-

ume did not yield any pattern with re-

spect to size. Rather, the increased vol-

ume was reported by stores of all size

ranges. Again, this result seems to be con-

sistent with that reported by Nelson [1972]

and by Frye [1962].

Store owners were then asked whether or

not they considered that Food Stamp-type

sales had increased their net profit. In this

case, 29 out of 51 stores indicated that Food
Stamp sales had resulted in increased

profit. This level represents approximately

57 per cent of the stores responding to this

question. However, the source of the in-

creased profit was less clear. Stores were
asked whether the increased profit resulted

from higher volume or from changes in

their pricing policies. None of the stores

indicated a change in pricing policies. Of
the 29 stores who did report increased pro-

fit from sales, 21 or approximately 72 per

cent said that the increased profit re-

sulted from the increased sales. The re-

maining firms provided no information

on the reason for the higher profits.

The food stores surveyed also were asked

the major reason for their acceptance of

Food Stamps, and how they would com-

pare Food Stamps with other forms of wel-

fare payment. As might be expected, the

answers to this question were highly varied.

Rather than try to report any consensus

of opinion on these, these comments are

related in Appendix 3.

Effect on Costs

Personal interviews with a number of

stores in the Humboldt-Del Norte County

area indicated very little concern on the

part of the store owners for changes in

cost that might be brought on by the Pro-

gram. Most of the stores indicated that

they believed Food Stamps had not mater-

ially altered their cost of operations. One
manager of a large supermarket said that

the Program might increase costs very

slightly over a normal type of sale, inas-

much as the checker had to separate Stamp

from non-Stamp sales. Other than that, he

commented, Stamps were handled just

like money. The same owner did note that

some employees were added at the first of

the month to handle increased volume.

However, this increased volume would

result not only from issuance of Stamps

but also from issuance of welfare checks

and payroll checks at that time period.

Another manager of a large supermarket

reported that the Stamps were "just like

cash at the checkstand." Deposit records

for Stamps were kept each day, and he

commented that people using Stamps gen-

erally had sorted out items for which

Stamps could not be accepted. Otherwise,

he noted the checker performed this func-

tion. He added that the use of Food Stamps
resulted in increased time to sort and en-

dorse the Stamps even though they were
deposited with the bank on a daily basis.

He estimated that an extra hour per day
in large volume stores was required to

handle the Stamp deposits and sorting.

This store noted that previous to the

adoption of the $5 coupon and the relax-
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ation of the change slip routine, the cost

in time of extra handling was found to be

one hour and one half per thousand dol-

lars in Stamp sales. Their estimate of

handling costs was in the neighborhood

of 1.1 hours per thousand dollars of Stamp
sales without the change slip. At an hourly

rate of $3.75, this latter estimation would
yield a cost of about $4.12 per thousand

dollars of Stamp sales, or less than i/
2
of 1

per cent per dollar of sales of this type.

Thus, for a store with sales of $500,000

annually and a Stamp business of 5 per

cent, this would mean an increased cost

per dollar of total sales of approximately

%oo of a cent.

Effect on Profits: An Example
As indicated previously, data were not

available from which the change in dollar

food sales volume resulting from the Pro-

gram could be determined. However, early

studies in other areas of the country on a

"before-after" basis reported an increase

in total food sales. Frye [1962], for ex-

ample, compared food store sales before

and after initiation of the Food Stamp
Program in eight pilot areas. He found an
increase in total sales of 8.4 per cent with

meat increasing 7.2 per cent, produce 7.9

per cent, and groceries 9.0 per cent.

Despite the lack of detailed information

on food store sales and profits in the two
counties, it is possible through a hypo-

thetical example to judge roughly the im-

pact of Food Stamps on profits. Consider

a food store selling $1,000,000.00 worth of

food products annually without Food
Stamps. If the store has a gross margin

(amount left after deducting the whole-

sale costs of the food products) of 20 per

cent ($200,000.00) and a profit rate of 1.5

per cent ($15,000.00), then its operating

costs would be $185,000.00.

With the Food Stamp Program, assume

that about 5 per cent of the store's sales

are accounted for by Stamps, a situation

typical of many food stores in Del Norte

and Humboldt counties. Assume also that

approximately half of the Coupons issued

in the two counties represents Bonus
Stamps. If we consider only the Bonus
Stamps to reflect any increase in sales we
would have the following: Sales would
total $1,025,000.00, and the gross margin
of 20 per cent would be $205,000.00. Given
the above discussion on the impact of

Stamps on costs of operation, the operating

cost deduction would change very little.

Assigning a handling cost of $4.00 per

$1,000.00 of Food Stamp sales ($200.00)

would result in deduction of $185,200 in

operating costs from the gross margin,

leaving a profit of $19,800.00. Thus, profits

would have increased by 32 per cent as a

result of an increase of about 2.5 per cent

in sales.

While this example is hypothetical, it

illustrates the impact that Food Stamps

could have on stores with excess capacity,

even though the managers may not place

much importance on Food Stamps because

they are a small proportion (5 per cent) of

sales.

COSTS OF ADMINISTRATION
Growth
The phenomenal growth of the Food
Stamp Program in California since it

started in Humboldt County as a pilot pro-

ject in 1963 is shown in table 10. With 36

of California's 58 counties participating

in the Program in December 1971, 1 out

of 14 persons in the State was receiving

assistance in the form of Food Stamps. The
total value of the Stamps issued to Cali-

fornians during the period July through

December 1971 was $219.4 million. Bonus

Coupons given to recipients as a supple-

ment to their food purchasing power rose

to a high of 51.6 per cent of total coupons

issued during fiscal year 1971 compared to

30.4 per cent in 1969. For the two counties

included in this study—Humboldt and
Del Norte—the dynamic growth of the

Program is reflected in the statistics in

tables 11 and 12.

In Del Norte County, which lost about

7 per cent of its population between 1969
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Table 10

PARTICIPATION OF CALIFORNIA COUNTIES IN FOOD STAMP PROGRAM

Bonus coupons
Persons Total value Total value as percentage of

Fiscal year Counties participating of bonus coupons of coupons total issued

number number dollars dollars

1963 1 1,027 22,892 70,588 32.4

1964 1 890 69,828 210,926 33.1

1965 1 1,150 73,184 254,431 28.8

1966 3 73,460 1,582,794 5,748,327 27.5

1967 8 135,591 6,116,451 22,517,876 27.2

1968 10 200,834 11,111,586 37,657,497 29.5

1969 16 356,656 20,432,292 67,317,804 30.4

1970 33 800,096 59,715,600 140,896,443 42.4

1971 36 1,378,081 174,978,412 338,986,520 51.6

July-Dec. 1971 36 1,478,121 108,001,672 219,398,965 49.2

Source : USDA. Food and Nutrition Service.

and 1971, the number of Stamp recipients

declined about 16 per cent or 231 persons.

Nonetheless, about 1 out of 1 1 persons in

that county received Stamps in both 1969

and 1971. The total Stamps issued during

the second quarter of fiscal 1972 amounted
to $89,460 compared to $70,750 for the

fourth quarter of fiscal 1969, the first full

quarter of operation. Bonus Coupons
given to recipients were 42.3 and 33.3 per

cent of total coupons issued, respectively,

for the two periods, table 11 and figure I.

Experience with the Program in Hum-
boldt County since 1963 shows a rapid in-

crease in the use of Stamps, even though

its population declined an average of al-

most 1 per cent each year since 1965. De-

spite the population decline, 1 out of 11

persons was given Stamps in the second

quarter of fiscal 1972 compared to 1 out of

30 in fiscal 1969, and 1 out of 100 in fiscal

1963. Bonus Coupons as a percentage of

total coupons issued for the period July 1,

1963 through December 31, 1971 hit a low

Table 11

AVERAGE PARTICIPATION DURING QUARTER AND VALUE OF
FOOD STAMPS ISSUED IN DEL NORTE COUNTY PROGRAM

Participants Bonus
coupons

Total value

of coupons

Bonus as a
Fiscal

year/quarter
Public assistance Non-assistance percentage of

Household s Persons Households Persons
issued issued total issued

number do liars per cent

1969 3 261 828 135 612 17,254 26,806 64.4*

4 235 680 94 422 23,594 70,750 33.3

1970 1 242 686 79 318 20,829 65,047 32.2
2 235 653 106 424 23,255 68,997 33.7

3 265 756 144 613 45,341 98,414 46.1

4 292 867 132 558 49,961 101,927 49.0

1971 1 328 931 96 391 46,790 98,014 47.7
2 340 946 111 413 47,641 101,770 46.8
3 368 1,050 168 623 58,102 124,980 46.6
4 364 987 145 547 51,656 115,494 44.7

1972 1 324 869 118 421 41,457 96,152 43.1
2 306 806 111 403 37,829 89,460 42.3
3 282 764 92 330 34,057 82,808 41.5

Total 497,766 1,140,619 42.1

* March only.

Source: California State Department of Social Welfare: USDA Food and Nutrition Service.
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of 28.0 per cent for fiscal years 1965 and
1966, and a high of 55.3 per cent for the

first quarter of fiscal 1972, see table 12.

Statistics on the number of recipients

and Bonus Coupons issued in Imperial,

Tehama, and Yolo counties in California

were obtained as a means of comparing
certain aspects of the Stamp Program oper-

ations in counties of similar populations.

These data show that 1 out of 7.3 persons

in Imperial received Coupons in December
1971, 1 out of 15 in Tehama, and 1 out of

13 in Yolo. Bonus Coupons accounted for

41.6 per cent of the total Coupons issued

in Imperial for the second quarter of fiscal

1972 and 34.2 per cent for the same period

in 1970, and an average of 45.3 per cent for

the 2 years of Program operation. Tehama

issued 43.3 per cent Bonus Coupons during

the second quarter of 1972 and 48.8 per

cent during the same period in 1971, with

an average of 43.5 per cent over the Pro-

gram's operating period. Yolo County
issued 51.8 per cent Bonus Coupons dur-

ing the second quarter of fiscal 1972 and
58.4 for the same quarter in 1971. The
Yolo average during the life of the Pro-

gram was 55.7, the highest for any of the

four counties mentioned, see figure I. Pub-

lic officials claim the higher percentage of

Bonus Coupons in both Humboldt and
Yolo counties was due to a certification of

university and/or college students, plus a

substantial number of young indigents liv-

ing in Humboldt County.

800

Imperial

600

£ 400 -

200 -

100 -

1

1234^234 |1234(l234|1234fl234 1 1234] 1234 234 |1234 11234 4|1234 34| 1234 <J1234| 1234
1963 196419651966 1967 196819691970 1971 19691970 1971 1970 1971 1970 1971 19691970 1971

Fig. I. Purchased and bonus food stamps issued in selected California counties for period of

program operation in county. SOURCE: Based on data from the California Department of Social

Welfare.
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Components of Cost

Considering the rapid growth of the Pro-

gram in California and the two counties

under study, one would expect rather sub-

stantive changes in the total and compon-

ent costs of administration. Hence, we
have chosen to examine such changes in

this section of our analysis.

The total cost of operating a Food
Stamp Program in any county is made up

of: (1) the value of Bonus Stamps issued

to recipients as a means of increasing

their food purchasing power; and (2) the

costs of personnel, products, and services

purchased by any government agency par-

ticipating in a county program. To calcu-

late the total costs of any county program

would involve a complete and accurate

allocation of that county's prorated share

of the total operating costs of the U.S. De-

partments of Agriculture and Health,

Education, and Welfare, plus a share of the

costs of California's Department of Social

Welfare. That would be impossible within

the limits of this study of Del Norte and

Humboldt counties. Therefore, this anal-

ysis is confined to that portion of the total

costs that occurred at the county level, in-

cluding those costs that were shared with

Federal and State agencies. The basis for

sharing Program costs can be summarized

as follows:

l.The U.S. Department of Agriculture

reimburses each county through the

State Department of Social Welfare

for "the personal service costs of certi-

fication workers, quality control work-

ers, and planning staff engaged in the

'Outreach Program' " at the rate of

62.5 per cent [Calif. Dept. of Soc.

Wei.]. According to the State Depart-

ment of Social Welfare, the reimburse-

ment would be based on the amounts

in column 1 in tables 14 and 15. Those

costs were applicable to non-assistance

recipients only.

The U.S. Department of Health,

Education, and Welfare reimburses

each county through the State Depart-

ment of Social Welfare for "the por-

tion of food stamp costs related to

public assistance cases, with the excep-

tion of food stamp issuance costs

(bank charges)" at the rate of 50 per

cent [Calif. Dept. of Soc. Wei.]. Ac-

cording to the Time Study (supra),

this would amount to 50 per cent of

columns 2, 4, and 5 in tables 14 and
15.

California's Department of Social

Welfare now reimburses each county

for 50 per cent of the balance of the

costs remaining after the payments

from the two Federal agencies. This

applies to all expenditures. (This re-

imbursement started January 1, 1972.)

County costs are a residual amount,

i.e., 18.75 per cent from columns 1 in

tables 14 and 15, 25 per cent of col-

umns 2, and 46.25 per cent of columns
4 and 5 in the same tables.

Table 13

METHODS OF PRORATING EACH DOLLAR OF COSTS OF
ADMINISTERING FOOD STAMP PROGRAM AMONG AGENCIES

Source of funds

Tables
14 & 15
Col. 1

Tables
14 & 15
Col. 2

Tables
14 & 15

Cols. 4 & 5

USDA
HEW
Residual after Federal payment

California DSW
Residual after California payment

County share

62.5

37.5

18.75

18.75

18.75

cents

50.0

50.0

25.0

25.0

25.0

50.0

50.0

25.0*

25.0

25.0

50 per cent share of residual after Federal payments.
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Table 14

COST OF ADMINISTEBING FOOD STAMP PROGRAM IN
DEL NORTE COUNTY, EXCLUDING VALUE OF STAMPS

(1) (2) (3) (4)

Joint

(5) (6) (7)

Fiscal
year/quarter

Salaries,
fringe,

travel*
NA

Salaries,
fringe,
travel*!
PA

Total
salaries,

fringe,

travel*!
NA + PA

services,
clerical,

support for
eligibility

caseworkers*

Other
over-
head

Issuance
costs—80
cents per

transaction

Total
cost of
program

dollars

1969 3 491 93 584 na na na na

4 691 122 813 na na 1,041 na

1970 1 806 149 955 NA NA 1,010 NA
2 855 151 1,006 177 461 1,098 2,742

3 873 154 1,027 131 430 1,366 2,954

4 866 153 1,019 152 406 1,369 2,946

1971 1 911 161 1,072 174 417 1,374 3,037

2 940 195 1,106 245 465 1,475 3,291

3 ..-- 1,705 301 2,006 268 1,255 1,813 5,342

4 2,768 488 3,256 162 2,166 1,738 7,322

1972 1 3,194 564 3,758 167 1,984 1,436 7,385

2 ...... 3,773 666 4,439 353 3,400 1,367 9,559

3 3,755 663 4,418 246 4,101 1,239 10,004

Total 21,682 3,860 25,459 2,075 15,085 16,326 54,582

NA = Nonassistance. Low income persons who receive free Food Stamps to supplement purchasing
power. Amount of Bonus Stamps received varies with income, family size, etc.

PA = Public assistance. Welfare recipients who are eligible for varying amounts of free Stamps, de-
pending on welfare payment, family size, etc.

* Eligibility and nonservice workers.

t Estimated. Assumed that Column (1) was 85 per cent of total in Column (3).

Source : California Department of Social Welfare.

The foregoing method of prorating costs

among participating agencies is illustrated

for Del Norte and Humboldt counties in

table 13.

Del Norte County

Even though the Program in Del Norte

County started in 1969, useful records for

our purpose began in the second quarter

of fiscal year 1970. Certified households

(this constitutes the caseload) in that quar-

ter numbered 341 compared to 374 or 9.7

per cent more for the third quarter of fiscal

1972. With this increase in the Program
caseload, each cost component surged up-

ward, table 14, figure II. It is not clear

from the available records whether there

was a real change in the cost of salaries,

fringe benefits, and travel to the extent

indicated (excluding rising costs from in-

flation) or whether there was a more ac-

curate allocation of such costs among the

several welfare functions in the County's

entire welfare program. In any case, the

average total administrative costs per case

rose from S8.04 for the second quarter of

fiscal 1970 to $26.75 for the third quarter

of fiscal 1972, even though the caseload

was up only 9.7 per cent. Transaction

costs—the expense of issuing Stamps to

certified recipients—were payments to

local banks at the rate of 80 cents per

transaction. Hence any changes in this

item would relate directly to the number
of transactions handled by the banks. Un-
recorded costs associated with policy mak-
ing at the County Commissioners' level

were not available. However, such over-

head is believed to have been nominal.
Bonus Coupons issued without charge
from January 1, 1969 through March 31,

1972 totaled $497,766.00 or 43.6 per cent of

the total Coupon issuance of $1,140,619.00.
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Total Program cost. Our estimates in

table 14 show a total administrative cost

of $54,582.00 for the period beginning

October 1, 1969 through March 31, 1972.

When the value of Bonus Coupons,

$418,835.00, for that period is added to the

total operating cost, the Program cost for

the period amounted to $473,417.00. Since

the Program benefits to recipients accrued

from the Bonus Stamps they were given to

supplement the food purchasing power,

policy makers are interested in the cost of

this type of welfare. It is significant, there-

fore, that costs incurred at the County level

only (excluding the value of Bonus Cou-

pons) in order to give away Bonus Cou-

pons amounted to 13 cents for each one
dollar of free Coupons. Obviously, the

cost of giving away Bonus Coupons would
rise further if Federal and State overhead

costs were considered.

Despite the sharp rise in administrative

costs both per household and total, table

1 1 shows that the peak caseload and Stamp
issuance occurred during the third quarter

of fiscal 1971. Thereafter, there was a de-

cline in both the caseload and Stamps is-

sued per quarter. Since we have no records

available to us that indicate any material

change in the quality of casework activities,

we cannot account for the drastic change in

costs.

Humboldt County
Because of changes in the accounting al-

locations covering much of the period of

operation of the Humboldt Program, it

was necessary to estimate the annual total

and component costs of the Program from
its inception through the first quarter of

fiscal 1972. Our estimates were based

largely on the data in table 15, column 1,

which were used to calculate the prorated

share—62.5 per cent—of the Program costs

that were paid by the Food and Nutrition

Service, USDA. The method of estimation

is shown at the top of each column in table

15 and explained in more detail in the

text.

By fiscal 1970, 33 California counties

(table 10) had adopted the Food Stamp
Program and the financial operation had
become sufficiently large to encourage

more stringent supervision from the State

Department of Social Welfare. This super-

vision required improved records and uni-

form reporting of activities to the State

Welfare Department. Even though efforts

were made to improve county records and
reporting procedures, positive action to

bring about meaningful results was not ob-

tained until the Department requested the

counties to prepare a Time Study of their

Welfare personnel as a means of allocating

administrative costs to the several county

welfare functions, including Food Stamps.

The instructions issued to the administra-

tors in the 36 counties participating in the

Food Stamp Program in 1971 follow:

INSTRUCTIONS FOR THE TIME
STUDY TO BE APPLIED TO
THE ADMINISTRATIVE EXPENSE
CLAIM
The revised administrative expense

claim will require that the counties

conduct four limited time studies dur-

ing the coming year. A time study will

be held for the first month of each

quarter. These time studies will be

used to: (1) establish quarterly pro-

gram allocation ratios which when
applied against administrative costs

will provide individual program cost,

(2) establish a base for determining

program unit weights which will be

used in place of time studies as a basis

for program allocation after Decem-
ber 31, 1972.

TIME STUDY CONCEPT
A two-phase approach has been im-

plemented which will gradually elim-

inate the need for counties to conduct
time studies. Unit weights will replace

time studies after December 31, 1972.

The two-phase approach consists of:

PHASE I (1-1-72 through 12-31-72)

—

Counties will be required to conduct
four separate time studies (one time
study for the first month of each quar-

ter). These are limited time studies

and will be completed only by direct

casework staff (case-carrying social

services workers, eligibility workers,

their firstline supervisors and others

described in Part III of the instruc-

tions). Program allocation ratios will

be established quarterly, based upon
the four separate time studies.
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PHASE II (After 12-31-72)—Time
studies will not be required. The total

individual program hours accumu-

lated from the previous four time

studies will be divided by the total

individual program caseload or other

measurements for the same months in

which the time studies were con-

ducted to arrive at average hours per

case. These will be known as unit

weights.

Unit weights representative of each

program will be multiplied against the

individual program caseload or other

measurements for the first month of

every quarter to determine total hours

spent in each program. Based on the

total hours for each program, program

allocation ratios will be established

and applied against the claim for that

quarter.

IF AT THE BEGINNING OF A
CALENDAR YEAR THE COUNTY
FEELS ITS UNIT WEIGHTS ARE
NOT INDICATIVE OF STAFF
TIME SPENT ON PROGRAMS,
THEN THEY MAY ENTER PHASE
I AGAIN. IF A COUNTY ENTERS
PHASE I AGAIN, PHASE I MUST
BE COMPLETED. [Calif. Dept. of

Soc. Wei., 1971].

The Time Study provided a better basis

for estimating the quarterly and annual

costs of operating the Program in Hum-
boldt County than would have been avail-

able otherwise (table 15). It showed that

eligibility and certification personnel in

the County spent 9,901 hours on all

County welfare programs during January
1972, of which 1,216.5 hours were allocated

to the Food Stamp Program. Certification

activities for Public Assistance cases—per-

sons receiving welfare payments and eligi-

ble for some free Stamps—consumed 185.5

hours and Nonassistance cases—low in-

come persons not on other forms of public

welfare—used 1,031 hours or 15.25 and
84.75 per cent, respectively. We used 85

and 15 per cent for dividing the costs of

salaries, fringe benefits, and travel between
Nonassistance and Public Assistance cases,

table 15, columns 1 and 2. Other informa-

tion obtained from the State Department
of Social Welfare showed that total Pro-

gram costs for the second quarter of fiscal

1972 (table 15, column 7) were distributed

among the functions as shown in table 16.

We calculated the data in columns 4, 5,

and 6 by multiplying the derived quarterly

total for personal services and travel (col-

umn 3 -H.5257) by .1185 for Column 4,

.2106 for Column 5, and .1452 for Column
6. Even though we recognize the inherent

weakness of the procedure, we believe that

our estimates through the first quarter of

fiscal 1970 reflect the relative changes in

costs for the periods indicated in table 15.

The data after that quarter through the

third quarter of fiscal 1972 were obtained

from State and County reports.

Expansion of Caseload and Costs. The
Humboldt County caseload was 1,084

households during the third quarter of

fiscal 1968 compared to 3,992 for the third

quarter of fiscal 1972. Total administrative

costs were $5,965.00 or $5.50 per case for

the 1968 quarter and $23,688.00 or $5.93

per case for the third quarter of 1971 when
the caseload peaked. However, total ad-

ministrative costs reached a high of

$34,967.00 or $10.31 per case during the

second quarter of fiscal 1972 when the

caseload was 3,392, see figure III.

Total Program Cost. Total Stamps issued

during the third quarter of fiscal 1968

amounted to $239,013.00 compared to

$799,361.00 for the third quarter of fiscal

1971 and $709,067.00 for the same quarter

of fiscal 1972. Bonus Coupons accounted

for $86,756.00 or 36.3 per cent of the total

issuance during the 1968 quarter, $429,-

922.00 or 53.8 per cent for the same quar-

ter in fiscal 1971, and $365,039.00 or 51.5

per cent for the 1972 quarter, table 12. For
the period April 1, 1963 through March
31, 1972 Bonus Coupons valued at

$4,197,766.00 or 45.4 per cent of the total

issuance of $9,244,432.00 were issued free

to eligible recipients. When the value of

the Bonus Coupons is added to the total

administrative costs (table 15) the Total
Program Cost for the period amounted to

$4,535,534.00. Based on the data in tables

12 and 15, Federal, State, and County
agencies spent 8 cents for each one dollar

of Bonus Coupons distributed in Hum-
boldt County compared to 13 cents in Del
Norte County. If a prorated share of the
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Table 16

DISTRIBUTION OF HUMBOLDT
COUNTY'S STAMP PROGRAM COSTS^

Cents per

Item dollar

Salaries, fringe benefits, and travel.... 52.57

Clerical support for caseworkers, etc. 11.85

21.06

14.52

Total cents 100.00

* Based on Time Study data from State Depart-
ment of Social Welfare.

costs of Federal and State agencies were

added to expenditures within the County,

the distribution costs for this form of wel-

fare would be more than indicated.

From the standpoint of the county, the

cost per dollar of new money injected into

the food system is even less when the con-

tributions of the Federal and state agencies

are considered. For Del Norte County the

cost of the Program per dollar of Bonus
Coupon is 6.1 cents, whereas for Humboldt
County, the level is 2.6 cents. In other

words, by spending about 3 cents, Hum-
boldt County citizens are bringing into

the County $1.00 of new money.

22

£ 20

2 .

o uA

(1) Salaries and fringe benefits

(3) Total salaries, fringe, travel
NA + PA

(6) Issuance costs

(7) Total program costs

(7)

1234 I 123* 1 1234 1 1234 Il234 I 1234 I 123* I 12

1965 1966 1967 1968 1969 1970 1971 1972

Fig. III. Cost of administering food stamp

program in Humboldt county.
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Comparison of Costs

in the Two Counties

The very substantial difference between
the costs of administering the Programs in

Del Norte and Humboldt counties—$26.75

versus $8.50 per case, respectively, for the

third quarter of fiscal 1972—reflected some

of the disadvantages of spreading the costs

of a minimum size administrative unit over

a small number of cases. A further indica-

tion of the cost disadvantages of the Del

Norte operation was the cost of giving

away free or Bonus Stamps, namely, 13.3

cents per dollar compared to 8 cents per

dollar in Humboldt County.

ECONOMIC IMPACT ON COUNTIES
Much of the support for the Food Stamp
Program came originally from agricultural

groups that wanted to reduce market sur-

pluses of food by artificially stimulating

demand among low-income people. The
appeal of the Program broadened as food

retail merchants recognized that Stamps,

unlike other forms of public welfare,

could be redeemed only when domestically-

produced food was bought in retail food

stores that were authorized redemption

centers under the Program. The merchants

also believed the Program might increase

sales and profits.

Despite the favorable response of mer-

chants to the Program, some Stamp recip-

ients believe that the limitations placed on
the redemption of Stamps, e.g., purchase

of domestically produced food only, is an
abridgment of their freedom of choice.

The reaction of the general public to the

Program is not clear. However, we heard

some complaints without proof that

Stamps were being given to persons who
were not entitled to them.

Our analysis up to this point has dealt

primarily with the effects of the Program
on (a) the food buying patterns of con-

sumers, (b) retail store management prac-

tices and policies, and (c) Program costs.

We shall in the following section analyze

the economic impact of the Program on the

individual household or recipient, and on
the two counties.

Aid to Stamp Recipients

For each of the first nine months of fiscal

1972 (July 1, 1971-March 31, 1972), each

of the 411 households in the Del Norte
Program received Stamps with an average

value of $72.56 of which $30.62 were given

free to the recipient. For the 1,198 persons

listed in the 411 households, the Stamp
allotment averaged $24.89 of which $10.50

were free Stamps. Further estimates from

our survey of welfare data showed that the

411 households' total Stamp allotment

amounted to 32.3 per cent of their average

monthly income for August 1971. Bonus
Coupons accounted for 13.8 per cent of

the average monthly income.

Stamps issued to the 3,589 households in

Humboldt County during the nine-month

period averaged $65.61 per month, and for

the 9,788 persons therein it was $24.58 per

person. Bonus Coupons averaged $34.63

of the total allotted to each household and
$12.98 per person. Based on our survey,

we estimate that the value of Stamps al-

lotted to each household during August,

on an average, amounted to 32.2 per cent

of the average monthly income of the

households in the Program. Bonus Cou-
pons accounted for about 17 per cent of

the average monthly income.

The significantly higher percentage of

Bonus Coupons issued in Humboldt com-
pared to Del Norte in relation to average

income relates directly to the greater num-
ber of college students and unemployed
young people who received Stamps, a high
percentage of which were free Stamps. We
cannot estimate the number of unem-
ployed young people who claim a zero in-

come, thereby entitling them to the max-
imum of $28.00 per person per month in

free Stamps (increased to $32.00 in the
third quarter of fiscal 1972), but welfare
officials considered it relatively high. How-
ever, 1 out of every 5.7 persons who re-

ceived Stamps in Humboldt County dur-
ing August, 1971 was a college student
whose reported monthly income averaged
$67.00. The regulations that enabled stu-

dents to qualify for Stamps were modified
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by the U.S. Department of Agriculture on

July 29, 1971 to prevent a student from

receiving Stamps if their parents claimed

them as a dependent and took a tax de-

duction for that reason. The new regula-

tion was not implemented in Humboldt
County until April 1972.

To give a broader perspective to the

foregoing statistics, a comparison with

other averages seems desirable. The Bureau
of Labor Statistics determined a national

food budget for a family of four with a

"lower level of living" at $164.00 per

month in the autumn of 1971. The average

of similar food budgets for four California

cities was S162.00 [USDL, 1972]. The total

annual budget for the average of the four

California cities was §7,526.00. The aver-

age number of persons per Stamp house-

hold was 2.9 in Del Norte County and 2.7

in Humboldt County. Roughly speaking,

this means that the total value of Stamps
allotted to recipients in the two counties

was slightly more than 60 per cent of the

per-person food budget estimated for Cal-

ifornia "lower level budget" families.

Nonetheless, Stamp users in the two coun-

ties might have spent more for food than

their Stamp allotments indicated. The best

we can say is that the value of Stamps al-

lotted to the recipients was their minimum
food buying power for the period covered.

Impact on Other Sectors

While the addition of Bonus Coupons
to the individual consumer's food budget

may be a significant amount, the impor-

tance of the increased purchasing power to

the economy of an area as a whole is not

as evident. Thus, for example, in Hum-
boldt County the total issuance of $623,525

in Bonus Food Stamps in 1970 represented

less than .2 per cent of the estimated total

personal income of S389 million, according

to State Board of Equalization figures. For

Del Norte County, the level is less than .3

per cent.

Conceptually, the amount of Bonus
Stamps received by a household may re-

lease dollars ordinarily spent for food to

other expenditure categories such as ap-

parel, appliances, etc. In order to analyze

the impact of Stamps on other non-food

sectors of the retail industry in Humboldt

and Del Norte counties, regression anal-

yses were employed. The investigation was

directed at determining whether an addi-

tional dollar input from Bonus Stamps

had a measurable effect on sales in other

retail sectors.

Sales of the various other sectors, based

on quarterly data from the California

Board of Equalization, were regressed on
unemployment, total labor force, dollar

value of Bonus Stamps, and quarterly

dummy variables. (To avoid perfect multi-

collinearity, only three dummy variables

were used with zero, one values for the

first three quarters. For the fourth quarter,

minus one values were used for all three

dummy variables. This method constrains

the total effect of all four quarters to sum
to zero.) To account for the general in-

flationary trend during the period of

study, the two monetary variables were de-

flated by the Consumer Price Index (1958 =

100). The dummy variables were included

to account for possible seasonal shifts in

purchasing that might not be reflected by

the unemployment figures. The labor force

was introduced as a proxy variable for

quarterly population estimates since the

latter data were not available. To check

the appropriateness of labor as a substitute

for population, annual data of both vari-

ables were graphed. On an annual basis,

both sequences of data showed similar

trends and changes.

The time series for Humboldt County
covered 1963-1971, a period including 35

quarters. In Del Norte County, the series

includes 1969-71, a period covering 11

quarters.

The results of the regression analyses

are given in Appendix table 1. Generally,

the variables with the most frequent signif-

icance over the 16 equations were the quar-

terly dummy variables. The coefficient for

Bonus Stamps was, for the most part, quite

small and statistically insignificant except

in two cases, both of which were in Hum-
boldt County. The unemployment vari-

able was always insignificant, while the

labor force variable was significant in six

cases. In all cases, when the variables were

statistically significant, their signs were of

the nature that would be expected, i.e.,

positive for Bonus Coupons, positive for
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the labor force, negative for the first and

second quarter dummy variables, and posi-

tive for the third quarter dummy variable.

The Durbin-Watson coefficient indi-

cated a presence of positive serial correla-

tion in some instances, a factor which

results in the standard errors of the co-

efficients being larger than those calculated

and which would make the usual t-tests

questionable. Further research might well

include use of autoregressive analysis to

allow for such serial correlation. Given the

nature of the results, however, it seems

likely that little change would be observed

in the significance of the Stamp variable.

These statistical results tend to support

the proposition that the Food Stamp Pro-

gram, while having an important effect on
the individual, does not have a major im-

pact on the economy of the County as a

whole. As indicated above, the injection

of new money into the County economy is

quite small in terms of the total personal

income. Furthermore, the regression re-

sults indicate that the effect on various

retail sectors' sales as a result of the mone-

tary injection also is insignificant.

Given the nature of the food business in

the two-county area and the results of the

above regression analyses, it follows logi-

cally that the injection of more than $600,-

000.00 in Bonus Coupons annually into

the economy of Humboldt County, for in-

stance, will not have the same effect as the

establishment, say, of a new manufactur-

ing firm in the county with a payroll of

$600,000.00. The excess capacity in that

area's retail food business precludes the

reverberation of new food expenditures

throughout the system as new demand re-

quires expanded food store facilities. Such

an expansion is not required where ade-

quate capacity already exists. In addition,

expenditures by the food stores for addi-

tional food products with which to meet
any increased demand frequently go out-

side the counties to warehouse and whole-

saling centers or to chain store headquar-

ters, again prohibiting any possible growth

effect on the remainder of the community.

CONCLUSIONS
The essential findings of the study follow:

1. While there were some apparent dif-

ferences in food purchasing patterns with

respect to product mix between Food
Stamp users and non-users, these differ-

ences seemed to result primarily from pre-

viously established shopping habits rather

than from an increased purchasing power
afforded by the Bonus Coupons. Age and
education levels appeared to be the most
relevant variables in the determination of

such purchasing pattern differentials.

These findings are consistent with sur-

vey opinions of food store owners and op-

erators to the effect that Food Stamp re-

cipients tended to purchase more of the

same foods rather than abruptly altering

their buying habits. As a result, the Pro-

gram had not materially affected food store

operations with respect to inventory and
pricing policies in the two counties stud-

ied. Although some cost was incurred by
the stores from handling Stamps, the stores

typically make no cost allocation to the

Program, but considered Stamps in the

same category as personal checks.

2. The rapid growth of the Food Stamp
Program in Humboldt and Del Norte

counties was accompanied by even greater

increases in the costs of administering it.

During early periods of initiating a Food
Stamp Program, much of the cost of ad-

ministering it was carried by the various

other welfare programs. However, as the

Program expanded, it demanded a special-

ized department of its own in the county

welfare office. Based on our observations

of the two California counties, there were

economies of scale available in administer-

ing the Stamp Program. County Food
Stamp costs were higher on a per unit

basis in Del Norte County with the smaller

Program; however, there was no definite

way of ascertaining the homogeneity of

services of Food Stamp workers in the two
counties. Thus, for example, one county

might make a more stringent evaluation

and periodic audit of the qualifications of

Food Stamp recipients, a factor which also

might restrict the size of the Program while

increasing its cost of operation to the

County. Nonetheless, given a uniform
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quality of Program administration, costs proportion of the total population they

per caseload should be lowered by use of represent, the relative contribution of

regional rather than county operating Bonus Coupons to the two counties repre-

units. sented less than one per cent of the total

3. The impact of the Program on the personal income of the area. While small

economy of the county was minimal when increments of additional purchases in non-

considered from the general or macro level, food sectors may result from the increased

however, from the individual's viewpoint, purchasing power generated by Bonus
the addition to his purchasing power was Coupons, the excess capacity in such non-

quite significant. The awarding of Bonus food stores was more than sufficient in ab-

Coupons in the two counties contributed sorbing such increases. On the other hand,

an amount equal to between 14 and 17 such excess capacity should enable food re-

per cent of the recipient's other monthly tailers to obtain a sizable increase in net

income. However, given the relatively low profits resulting from any growth in food

income of these recipients, compared to sales attributable to Bonus Food Stamps,

the remainder of the county, and the small

CONFIDENTIAL

APPENDIX 1

University of California, Davis

Department of Agricultural Economics

Store

City of Location

I. For the month of July, 1971, what percentage of your total dollar sales were:

Meat

Produce

Groceries

Liquor

II. For the month of July, 1971, what percentage of your total dollar sales were paid

for with food stamps?

III. Have food stamp users generally used their increased purchasing power to change

the types of products they buy, or have they simply bought more of the same prod-

ucts? If you have found the product sales mix has changed since you began accepting

food stamps, describe the most significant changes.

IV. Has the food stamp program increased your total sales volume?

Yes No

If yes, give percentage

V. Do you think that food stamp-type sales have increased your net profit?

Yes No

If yes, is this the result of a) increased volumne

b) changes in your pricing policy ?

VI. Most food stores in your area now accept food stamps. What are the major reasons

for your acceptance of food stamps and how would you compare food stamps with

other forms of welfare payments?

Thank you very much. August II, 1971
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APPENDIX 2

County of

Residence

Amount of

.Purchase ...

Number of persons in household

Age of head of household

Years of schooling of head of household

Average Monthly Income (please check one):

300 - 350.

350 - 400.

400 - 450.

450 - 500.

500 - 550.

550 - 600.

- $ 50.

50 - 100.

100 - 150.

150 - 200.

200 - 250.

250 - 300.

600 - 650

650 - 700

700 - 750

750 - 800

800 - 850

More than $850.

APPENDIX 3

Food store operators were asked the follow-

ing questions: "What are the major reasons

for your acceptance of Food Stamps and
how would you compare Food Stamps with

other forms of welfare payments?" Ad-

mittedly, this is not a quantifiable question

that can be summarized. Therefore, we are

simply going to report the most common
responses to this question.

1. Sense of community obligation and
social responsibility, desire to cooperate in

government program, self-interest desire to

share in Food Stamp expenditures, prefer

Stamps to other forms of welfare assistance,

such as direct distribution of surplus foods

or outright income supplement.

2. Convenience to customers. Food
Stamps and other welfare forms are equal.

3. We do not think that the people on
pensions get enough Stamps. The people

who do not deserve them at all get them
all, and they are the only people who try

to abuse them.

4. They have the same value as the dol-

lar. It is more likely that the family is able

to eat more of the basic food requirements.

5. Stamps are accepted because custom-

ers' dollars are converted to them prior to

coming to the store. It is our only means
of converting to dollars.

6. Food Stamps are the only program we
are familiar with. To our way of thinking

it is the lesser of many social evils as it

does help the most needy people. We are

very happy to be in such a position to re-

ceive back some of our tax dollars and see

the worth of the program as a whole.

7. Only because our competition accepts

them. Against welfare of any kind.

8. Food Stamps are fine; I just think the

wrong people are getting them. I don't

think young people travelling on our high-

ways should be eligible for them and they

all seem to have them.

9. 1 think Food Stamps are a good form
of welfare payment in preference to cash,

as they can be spent only for food which is

a necessity rather than a non-essential item.

10. Customer service. Type of neighbor-

hood. If properly used, Food Stamps are

certainly a good form of welfare payment.

11. The main reason I accept Food
Stamps is that the majority of the popula-

tion of the county is using more and more
Food Stamps. Also, an extreme amount of

the traveling hippies. In comparison with

other forms of welfare, it is bad and the

welfare system needs to be revised com-
pletely.

12. Most people in Ferndale do not ac-

cept Food Stamps. The only way to de-

scribe it is to see the look on my customers'

faces who charge while someone else comes
in with Food Stamps. Most of my Food
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Stamp customers are the so-called "hippie"

type people and the farmers think they are

a bunch of bums.

13. Would you turn away a 3 per cent

segment of your potential volume? This
money has a better chance of going to feed

hungry kids. Welfare-type people spend as

much as the rest of us, but live like pigs

and do not spend money on Food Coupons
at all wisely. All in all, this program, like

any other giveaway, is not worth it. The
person who needs help would use a soup
line, but the ones who usually use this

program wouldn't be seen in a soup line.

14. I had several customers ask us to ac-

cept them. I feel the program is basically

good, but misused the same as all welfare

payments are misused in this area.

15. To better serve our customers. Better

than other forms of welfare.

16. More volume. Good program if con-

trols are on those who receive them.

17. We are 100 per cent for Food Stamps.

Welfare payments are used for liquor and
cigarettes, as well as groceries.

18. To increase sales which otherwise I

would not get.

19. I personally feel that Food Stamps
do not accomplish the purpose for which
they were designed. Another form of wel-

fare payment would probably be just as

effective, that is, cash.

20. At first we thought that people with
low income would benefit from the Food
Stamps, but it seems to us that the hippies

and people that could work but don't are

the ones that benefit. I am all for aged
people and handicapped to use the pro-

gram, but not the young bunch of loafers.

21. To increase our sales volume. The
Food Stamps are a lot of extra work when
we have to endorse both sides for deposit.

22. We don't keep a record of how many
Food Stamps are spent as we count them as

cash or the same as a check for all our de-

posits.

23. To do as much business as possible.

Food Stamps are basically a good idea but

they have been misused a great deal.

24. Because other stores accept Food
Stamps, we do too. I think there should be

tighter controls on who receives Food
Stamps. Young people able to work should

not receive them. The program stinks.

25. They appear to be good for the local

residents. As for the hippie communes, it

is definitely abused and should be discon-

tinued. I think Food Stamps are helpful

for mothers who have lost the support of

their husbands through death, divorce,

etc., unemployed, disabled, and in need,

but students, hippies, etc., are abusing the

use of Food Stamps. This includes the girls

who are having children while living with

a boyfriend or whatever, and supporting

them (the boyfriends) with their Food
Stamps. There must be some way to correct

this. I do not think change (cash) should

be given. I've noticed (groups) mostly hip-

pies buying things and getting change
under 50<?—pooling their money and buy-

ing wine, cigarettes, etc., basically with

Food Stamps. As long as this loophole is

there, they will abuse it. Would be better

for them to get staple foods instead of

change, or in areas where people are local,

a credit slip. The hippies come in and
check through the store for an item with
the least cost—an apple, onion, even once
a potato—to get the change, go out and
hand the 45^ to another and come back
for a pack of cigarettes. I am all for help-

ing the needy, but these people are abus-

ing it. I was so surprised when I noticed
one of the long hairs wasn't coming in the
store. I asked his neighbor about him. He
used Food Stamps and "was now touring
Europe with a girlfriend he lives with."
Enough said.

26. We like Food Stamps in lieu of other
forms of welfare, primarily cash, because
they must go for food rather than beer or
wine or a new blouse that may catch moth-
er's eye or a new shirt for dad. They insure
almost an increase in healthful nutrition
for growing children in most cases. They
don't really help us make money here in
the store, but they do, we hope, help the
very poor eat better. We sure hate to see
someone we know who is on welfare take
home a case of beer and maybe one quart
of milk.

27. With prices so costly I believe Food
Stamps really save a lot of people from
struggling as much to meet the cost. I be-
lieve Food Stamps to be a very important
part of welfare and necessary for people
in need.
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28. 1 had customers asking for this ser- Coupons are convenience-type of buyers'

vice. Money is better used in the Food purchasing power. I think this program is

Stamp Program. wonderful because it helps not only those

29. Could consider discontinuing them. on welfare but the givers also. This is a

Receive much abuse from some users. They good thing for the farmers.

don't want to conform to the regulations 31. We accept Food Stamps because

which causes problems for my personnel. some of our customers have them. Believe

Other forms of welfare seem to be accepted Food Stamps get to the home food planner

more easily. We have a dense population for food use only, while cash sometimes

in this area of young people using Stamps. gets to the bar or for purchase of alcoholic

30. Mine is a convenience store. Food beverages and other non-necessary items.
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